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The Pentagon Building - A Small City

34 acres

6.5 million sq. ft.

3 Empire State Bldgs.

7,748 windows

17.5 miles of corridors

25,000 personnel

1,000,000 calls each day

Police force

Metro station

Fire Station

Health Facilities

Post Office

Mini-mall

Heliport



THE PROBLEM:

The Pentagon Has Never Undergone a
Major Renovation in 58 Years









What’s Wrong with Construction Today?

•  Contracts reward inappropriate behavior

- Low bid awards drive away top performers

- Bidding process drives bids below reasonable cost

- Contractors enter process as enemies

• Driven to find problems    
   to make profit 

• Turmoil, confusion, 
   problems and time 
   delays increase profit

•  Contractors play the game
   according to our rules



What’s Wrong with Construction Today?

•  Adversarial relationships have negative impact

- Despite “partnering” language, enemies don’t trust
  one another

- Lack of trust drives
  excessive oversight

- Contract processing costs
  exceed value of contract
  changes being worked

- Pearl Harbor file building on both sides



What’s Wrong with Construction Today?

• The traditional way of doing business in government
   construction projects

- Independent action and
  schedule within each
  stovepipe organization

- Sequential processing

- Multiple goals - multiple managers - CONFLICT!
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The New Way of Doing Business
in the Pentagon Renovation Construction Projects

l  Unified action and schedule

l  Parallel processing

l  Unified goals, unified leadership



Making the Process Work: Integrated Product Teams
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Each person belongs to at least two teams



PENREN PROGRAM
TEAM STRUCTURE
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The New Way of Doing Business in the
Pentagon Renovation Construction Projects
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•  Unified Action and
   Schedule

• MOTIVATIONAL
CONTRACT STRUCTURE
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REQUIREMENTS • Unified Goals,
      Unified 
        Leadership
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Construction Approaches Used
by Pentagon Renovation Program

• Effective teaming
- Integrated Product Teams

- Functional/Geographic team matrix

- Integration of contractor personnel onto teams

- Integration of customers/maintainers onto teams



- LoE, task order contracts for 
  architect engineers

• Faster response

Construction Approaches Used
by Pentagon Renovation Program

• Architect/Engineering support

• Furniture

• Construction operations

- Multiple A/E contractors in place

- Management support A/E to support 
  program with flexibility
       

- IDIQ furniture contracts

- $5K warranted individual on site for instant changes

• Quality assurance/inspection
• Construction management support to GIPT’s

•  5 firms in constant competition
•  Award fees drive subsequent awards



Construction Approaches Used
by Pentagon Renovation Program

• Acquisition Planning

- Acquisition strategy meetings
- Single meeting for decisions
- All involved parties present
- Clarify requirements
- Clarify business approach
- Achieve consensus
- All sign



Government Must Keep Pace
with New Way of Doing Business

• Problem identification
must be followed with
prompt review and decision

• Procurement process must
have flexibility to rapidly
activate other contractors

• Must have team in place to
mobilize and respond quickly



Construction Approaches Used
by Pentagon Renovation Program

• Design-Build contracts for construction

• Phased source selection:

• Phase 2 (Final Selection)

• Phase 1 (Initial down-select)

- Typically 2-3 teams selected

- Selection based on team makeup and 

  past performance

- Fast decision, minimum cost to offerors

- Competition between teams from Phase 1

- Results in conceptual design

- Best value…cost, design, team, IMP/IMS

- Cost as independent variable (give them the budget up front)

- 100K stipend to offerors



Construction Approaches Used
by Pentagon Renovation Program

• Strong motivational 
  contract structure

     -  FPIF/AF

    -  Typically 70/30 to 
        50/50 share ratio

    -  10% AF

    -  Typically 85% award fee threshold 

       to share incentive opportunity

    -  Performance specifications

    -  Zero profit at target cost



Wedges 2-5: 2001

• Acquisition Approach:  Two-phased source selection IAW FAR 36.3 for
  design-build

• Source Selection Approach:  Phase I qualifications screen, Phase II RFP

• Extensive industry involvement, oral proposals, most probable cost
  analysis, performance based requirements, draft RFP process

• Award value approximately $500M: offerors will propose to this amount

• Contract Type: FPI(F) with award fee

• 50/50 cost sharing on overruns,
  70/30 underruns, 120% ceiling

• 0% target profit, 10% award fee pool



Wedges 2-5: 2001

• Contract Structure:
• 10+ years period of performance
• Every sq. foot of space categorized as a space type
• 16 pages of performance criteria by space type
• Market basket mechanism developed for this project to escalate prices
  over the life of the contract

• Earned value management reporting & lean construction techniques
• Integrated, co-located Govt./Contractor site offices

• Nature of contractual relationship
  becomes more important than
  capturing every conceivable possibility

• Award expected in July 01

• All prices proposed in constant FY2001 $s







Performance Criteria Identified



All installed HVAC equipment/systems
shall meet the requirements of Section 6
“ASHRAE/IESNA Standard 90.1-1999”

Performance Criteria Defined



Performance Criteria Specified




